P \Hltlf//L“‘
_\

S

SRS
jf .__,/r 'TT-'B
STATE OF NORTH CAROE TNA {{S oo BEFORE THE
t‘__ ,ﬁ.;; @DESCIPPINAR\ HEARING COMMISSION
\'..) 5’*‘ OF THE
WAKF COUNTY \,\{K—& ﬁt)R F'H CAROLINA STATE BAR
' AT 51;_, 10DHC 27
AN S0
THE NORTH CAROLINA STATE BAR.
Plamtift
COMPLAINT
V.
HOLLY C. STEVENS, PAULINE E.
MAKIA, CARMEN J. BATTLE. and
TAMIL: FAYE NEWSOM. Attorneys,
Defendants
Plaintift, complaining of Defendants, allepes and says:
]. Plaintiff, the North Carolina State Bar (“State Bar™), is a body duly

organized under the laws of North Carolina and is the proper party to bring this
proceeding under the authority granted it in Chapter 84 of the General Statules of North
Carolina. and the Rules and Regulations of the North Carolina State Bar (Chapter | of
Tite 27 of the North Carolina Administrative Code).

2. Defendant Holly C. Stevens (“Stevens™) was admitted to the North
Carolina State Bar in 1998, and is. and was at all times referrcd (o herein, an attorney at
faw licensed to practice in North Carolina, subject to the laws of the State of North
Carolina. the Rules and Regulations of the North Carolina State Bar and the Rules ol
Professional Conduct.

3. Defendant Pauline E. Makia (“Makia™) was admitted to the North
Carolina State Bar in 2003, and is, and was at all times referred to herein, an attorney at
law licensed to practice in North Carolina, subject (o the laws of the State of North
Carolina, the Rules and Regulations of the North Carolina State Bar and the Rules of
Professional Conduct,

4, Defendant Carmen J. Battle (“Baitle™) was admitted to the North Carolina
State Bar in 1995, and is, and was at all times relerred to herein, an attorney at law
leensed to practice in North Carolina, subject to the laws of the State of North Carolina,
the Rules and Regulations of the North Carolina State Bar and the Rules of Professional
Conduct.



3. Defendant Jamie Faye Newsom ("Newsom™) was admitted to the North
Carolina State Bar in 2003, and is. and was at all limes referred 10 herein. an attorney at
faw licensed to practice in North Carolina. subject 1o the laws of the State of North
Carolma. the Rules and Regulations ol the North Carelina State Bar and the Rules of
Protessional Conduct.

Upon information and belief:

6. During all or part of the relevant periods referred to herein, Defendants
were engaged in the practice of faw in the State of North Carolina, including in
Fayetteville, Cumberland County, North Carolina.

7. Beginning in about the year 1999, Stevens established a law oflice in
Fayettevilie. North Carolina. Beginning in about 1999 or 2000, Stevens began closing
real estate transactions that involved Maurice Jenkins (“Jenkins™). Jenkins purported to
he a real estate investor and someone whoe marketed properties to others for rental
properly mvestments.

8. From about 2000 through 2007. Jenkins engaged in fraudulent practices in
his real estate transactions, including the following:

a. same day “fips” where property was transferred from an owner 1o
Jenkins. or an entity associated with him. and immediately transferred to
the ultimate buyer, with the funds loaned to the ultimate buyer being used
to fund the transfer [rom the initial owner to Jenkins:

b. purchases disguised as refinances, where buyers obtained what purported
to be refinance loans. the proceeds of which were used. however. for the
buyers to purchase the properties at issue;

c. arranging for money from closings that should have been disbursed to pav
off prior deeds of trust on propertics or lor other purposes to instead be
disbursed for Jenkins™ benefit: and

d. borrowers not paying the amounts listed on the HUD-1 Settlement
Statements as due from the borrower at closing, with such amounts instead
being deducted from sales proceeds otherwise due to the seller, contrary to
the mtent of the lenders.

g, Jenkins was convicted ol one count of bank fraud, in violation of
18 L.S.C. § 1344, on November 3, 2009,

10. Stevens closed real estate transactions involving Jenkins and these
[raudulent practices between 2000 and 2006, including the transactions listed in
Exhibit A, The transactions listed in Fxhibit A provide examples of the conduct




described herein and are not an exclusive list of transactions in which this conduct
occurred.

It In these transactions, Stevens assisted Jenkins in his [raud. including as
follows:

a. creating HUD-1 Settlement Statements that contained false information
and/or that failed to accurately portray the true nature of the transaction:

b. conveying false information about the transactions to the lenders:

¢. manipulating the timing o submission of preliminary opinions of title 10
hide flips:

d. placing false owner information on preliminary opinians of title:
] g

¢. lailing to collect funds due from barrowers as identilied on the HUD-1
Settlement Statements; and

f. disbursing funds contrary to the infermation on the HUD-1 Settiement
Statements for Jenkins’ benefit.

12. Stevens’ non-attorney staft assisted Stevens in the execution of the above
tisted conduct.

13. Stevens also participated with Jenkins in the purchase and sale of
properties by and through The I ldlc Pexlun Group, LLC, an entity in which Stevens had
an ownership interest, including transactions involving the above identified fraudulent
pruclices,

14. In addition to assisting Jenkins’ commission of criminal conduct, Stevens
knowingly provided false information to lenders insured by the Federal Deposit
Insurance Corporation (FDIC) for the purpose of Enﬂuencing the lenders’ actions and
thereby engaged in criminal conduct in violation of 18 U.S.C. § 1014,

15. In about 2004, Stevens contemplated closing her law olfice and selling her
law pracl]u. Makia worked with Stevens briefly in 2003. Makia considered buying
Stevens’ law practice but decided instead to open her own law office in Fayetteville, NC.

16, Although Makia had very little experience in real property law or in
closing real estate transactions, Makia undertook. nonetheless, to engage m this arca of
the practice of law. Exhibit B to this complaint contains a list of real estate transactions

closed by Makia. The transactions listed in Exhibit B provide examples of the conduct
described herein and are not an exclusive list of transactions in which this conduct
occurred.

17. Makia hired non-attorney assistants who had previously worked for
Stevens to do the work for the real estale closings. Makia failed to provide the necessary



supervision of her assistants and their work (o ensure compliance with the Rules of
Professional Conduct in real estate transactions closed by her olTice. Makia’s lack of
supervision included the following:

a. failing to ensure prior deeds of trust were being paid off from the funds at
closing;

b. failing to ensure proper handling of entrusted funds:
c. failing to ensure compliance with lender closing insiructions: and

d. failing to review and supervisc the preparation of the preliminary and tinal
opinions of tile,

18. Makia failed to ensure that disbursements occurred as listed on the HUD-1
Settlement Statements. Moreover. Makia was aware and allowed Stevens to direct her to
pay seller’s proceeds to Jenkins instead of as listed on the HUD-1 Settlement Statement.
Makia also failed to ensure the funds listed as due [rom the borrower at closing were in
lact collected from the borrower at closing.  Consequently. Makia faifed to ensure the
lenders were provided accurate information on the HUD-1 Sctilement Statements
provided to them by her oflice.

19. Makia failed to ensure deeds and deeds of trust from real estate
transactions were promptly recorded and failed to ensure that deeds and deeds of trust
were recorded before funds were disbursed.

20, Makia closed scveral real estate transactions involving Jenkins and/or
Stevens. Makia’s inexpericnce and her faiture (o supervise her staff and these closings
enabled Jenkins to continue to engage in fraudulent conduct assisted by Makia's office.

21, Makia’s inexperience and [ailure to supervise her staff also affected other
real estate transactions. including the two transactions involving lender Homecoming
Financial Network (HIFN) listed in Exhibit B.

22. Makia failed to follow HFN’s closing instructions in these two residential
real estate transactions. In these transactions, the lender’s instructions required the
closing agent 1o notify the lender in writing if the property had changed hands in the 180
days immediately prior to closing, to notify the lender if the agent had knowledge of
previous, concurrent, or subsequent transactions involving the borrower or subject
property. and to not close or fund the loans if the apent had knowledge of a concurrent or
subsequent transaction which would transfer the property. In both transactions, Makia
was in possession of an unrecorded deed by which the seiler abtained the property within
the 180 days preceding the closings. Makia failed to notily the lender of these prior
transfers and closed these transactions.

23. Makia failed to maintain and disburse HFN's entrusted funds

appropriately in both of these transactions. Makia disbursed HFN’s funds prior to
recording the deeds and deeds of trust from the iransactions.
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24. For both of these HFN transactions, the title insurance company’s
Commitment For Title Insurance documents incorrectly listed Forever Young, Inc. as
owner of these propertics when Forever Young. Inc. did not yet own the properties. The
incorrect information was the resull of false information communicated 1o the title
insurance company by Makia’s officc. Makia failed to ensure her staff accurately
identified the owners of the properties on communications Lo the title insurance company.

25. Stevens continued operating her law office and closing transactions
associated with Jenkins between 2004 and 2006, By about January 2006. Stevens had
moved to Arkansas and was again exploring selling her law practice. Battle began
tatking with Stevens in about January 2006 about buying Stevens’ law practice.

26. To show her interest in the purchase, Battle covered Stevens’ cases and
opened a trust account and an operating account for use in conducting real estate
closings. In January 2006, Battle also provided her signature to Stevens’ staff so the staff
could order a signature stamp for use in the real estate closings.

27. OnFebruary 1. 2006, Stevens and Battle were scheduled to sign the
agreement for Battle to purchase Stevens™ practice but did not do so. Negotiations
continued for about a month afterwards but uliimately failed. By the end of May 2006
Battle had begun other employment in Raleigh and Newsom had purchased Stevens’ law
practice.

28. Between about February 2006 through about May 2006. Battle’s trust
account and operating account and Battle’s signature stamp were used by the non-
attorney assisiants in Stevens” ollice to close real estate transactions under Battle’s name.
including those listed in Exhibit C (o this complaini. The transactions listed in Exhibit C
provide examples of the conduet deseribed herein and are not an exclusive list of
transactions in which this conducet occurred.

29, In these transactions, Battle did not supervise the non-atiorney assistants
in Stevens” office and did not supervise these real estate transactions in any way.

30. Battle failed to reconcile the trust account to which she had given
Stevens” stafl access. Battle also failed to ensure the entrusted funds from the lenders in
the real estate transactions closed under her name were properly disbursed.

31. Battle’s failure to supervise the staff and these closings enabled the staff 1o
continue to assist Jenkins in his fraudulent practices. previously described herein,

32. Battle, through her fack of participation in these closings, also failed to
ensure compliance with lenders” closing instructions in these transactions done in her
nanie.

33. In about April 2006, Newsom purchased Stevens’ law practice and hegan
to take over the real estate closings.



34. Newsom closed several transactions involving Jenkins and the fraudulent
practices previously identified herein. including the transactions listed in Exhibit D. The
transactions listed in Exhibit D provide examples ol the conduct described herein and are
not an exclusive list of transactions in which this conduct occurred.

35, Newsom did not have any training or experience in real property law or
real estate closings. Newsom relied on Stevens’ former staff to perform the work for real
estate closings, including searching title. preparing title opinions. preparing HUD-1
Settlement Statements and other closing documents. and disbursing the funds for the
closings.

36. Although Newsom attended and conducted many of the closings. Newsom
failed to supervise the staff and the work done for the closings. Furthermore, Newsom
failed to compare the HUD-1 Settlement Statements with the actual disbursement of
(unds to ensure proper disbursement of these entrusted {unds. Newsom's failure to
supervise the staft and these closings enabled the staff to continue to assist Jenkins in his
fraud as previously described herein.

37. Among the closings Newsom attended and conducted were closings
mvolving Jenkins where the HUD-1 Settlement Statements showed funds due from the
buyer/borrower at closing. Newsom failed to ensure these funds were collected from the
buyer/borrower at closing. Routinely, these amounts were deducted from the proceeds
due to the seller (typically a company associated with Jenkins) rather than collected {rom
the buyer/borrower as represented on the HUD-1 Settlement Statements.

38. Newsom’s failure to collect funds represented on the HUID-1 Settlement
Statements as received from the borrower resulted in lenders receiving inaccurate
mformation on the HUD-1 Settlement Statements and. in some instances, directly
violated provisions of the lenders’ closing instructions,

THEREFORE, Plaintiff alleges that Defendant’s foregoing actions constitute
grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b)(2) in that Defendant
violated the Rules of Professional Conduct in effect at the time of the conduct as [ollows:

@) By knowingly failing 1o collect funds due from borrowers, failing to pay
off prior deeds of trust, preparing HUD-1 Settlement Statements
comntaining inaccurale information and/or that failed to accurately poriray
the true nature of the transactions, providing inaccurate information 1o the
lenders about the transactions. and disbursing funds contrary to the
HUD-1 Settlement Statements in order to benefit Jenkins and/or hersel f,
Stevens engaged in, and assisted Jenkins in engaging in. criminal conduct
involving dishonesty, fraud, misrepresentation, and deceit in violation of
Rule 8.4(a), (b}, and {c);

b) By failing to receive and disburse funds as represented on the HUD-1
Settlement Statements, Stevens, Makia, Battle, and Newsom failed to
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appropriately maintain and disburse entrusted funds in violation of
Rule 1.15-2(a) and (m);

By providing lenders with HUD-1 Senlement Statements that did not
accurately represent the receipt and disbursement of funds in the given
transactions, Makia and Newsom engaged in conduct involving
dishonesty, fraud. deceil or misrepresentation in violation of Rule §. He):

By practicing in an area of law without sufficient training or experience
and by delegating tasks involving the practice of law to non- -attorney
assistants without providing adequate or meaningful supervision. Makia
and Newsom handled legal matters they were not compeltent to handle in
violation of Rule 1.1 and failed 1o make reasonable efforts 10 ensure that
the non-attorney assistants” conduct was compatible with their
professional obligations in violation of Rule 3.3(by;

By failing to comply with lender’s closing instructions in residential real
estale transactions. Makia failed 1o represent a client with reasonable
diligence in violation of Rule 1.3:

By providing non-attorney assistants access 1o her trust account and her
signature stamp for use in real estate transactions, failing to reconcile the
trust account, and failing to participate in or supervise the real estate
transactions, Battle failed to act with reasonable diligence in representing
clients in violation of Rule 1.3, failed to reconcile her trust account
quarterly in violation of Rule 1.15-3(d}{1). lailed to make reasonable
efforts to ensurc that the non-attorney assistants” conduct was compatible
with her professional obligations in violation of Rule 5.3(b), and engaged
in conduct involving dishonesty, fraud. deceit or misrepresentation in
violation of Rule 8.4{¢).

WHEREFORE, Plaintiff prays that:

(1)

Disciplinary action be taken against Defendants in accordance with N.C,

Gen. Stat. § 84-28(a) and § .0114 of the Discipline and | Disability Rules ol the

North Carolina State Bar {"7 N.CA.C.1B § .0114), as the evidence on hearing

may warrant;

(2)

connection with this proceeding: and

Defendants be taxed with the fees and costs permitted by taw in




(3} FFor such other and lurther refief as is appropriate.

The || dayol_ .. | _2010.
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Ronald G. Baker, Sr.. Chair
Grievance Commitiee
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Jennifer A. Porter

_-Peputy Counsel
State Bar No. 30016
The North Carolina State Bar
P.O. Box 25908
Raleigh, NC 27611
919-828-4620

Attorney for Plaintiit
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